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Em: ************** 
XEY DISTRICT: ******* 

Dear Applicant: 

We have considered your application for recognition of 
exemption f- federal income tax under section 50lfc) (4) of the 
Internal Revenue Code (the Cde). 

***** ***** atjtlon stabwitted indicates that you w e r e  incorporated 
en * * *** ***** , under the lam of **************, for the purposes 
of provfding sewage trsatznent servfces to you********** YPU 
********a sewaga treataent plant in the 'Povn of *********, * * * * *  
********. 

Your Bylaw at Art fcLe  ***, Section * provide that your 
aimbarship i s  ZinLtcad to the p-t and future owners of real 
propezties served by you as of ***** ** ***** . Membership &s only 
transferable to those Mfro purchase tha real estate serviced by you. 
Your  members  contribute the necessary capital and funds txa operate 
you. No capital contrlbuticms have been returned to your m e m b e r s  
because you anticipate additional work. You plan to return to your 
oaeBsbers unused portions of their contr%butSons plus interest. If 
a reanbar fails to pay, services are discontinued. 

You lease y o u  present system froa** * * *  0% your members. T%em 
Pndividuala do not reeebve monetary cumpensatian. They are 
compensated by receAving additional services required by their 
ownership of businesaerr and nmeroua houses. The present system 
i s  temprary. A propose* * y s t a  financed by the county will ba 
coapleted at the end of ****. Once this system f,s I n  place, the 
existing ana will be sold and you w i l l  be liguidate8. Your assets 
w i l l  be distributed to your members. 

Gection 505(u) (4) of the Code provides for  the exemption from . 
fedaral fnaome taxation of civic leagues or other organization not  
famed ar operated for profit, and operated exclusively tor the 
promotion st social welfare. 



********************************** 

Section 1-501(c)(4)-l(a)(l) of the Income Tax Regulations 
provides that a civic league or organization may be exempt as an 
organization described in section 501(c) (4) if it: (i) 5s not 
organized or operated c profit; and (ii) it is -rated 
exclusively for the promekion of social welfare. 

Section b.5QZ. fct) (4) -l(a) (2) of the reqcalatiaps provides that 
an oqanitath i s  @perat& exclusively for the promotkon of social 

rily engaged 5n promoting in saam way the 
ral welfare of the people of the coggunity, An 
d within this section is one which is operated 
rpose of brdnginq about civic betterment and 

Rev, W P ,  66-148, 1966-1 C.B, 3 ,  holds that a nonprofit 
organization &G- for the purposes of establishing and 

(p61e for M e  storage and distribution of water to 
un$ water levels of a conm~unity is exemapt under 
i3g the organizatian8s activities benefit all of 

Rev, Ehrl. 62-167, 1962-2 C.B. 142, holds that a coammity 
televis9,on antenna organization is exempt under section 501(c)(4) 
XI&P?=~ it transmits television signals by a ref lector-type apparatus 
LJ that the sfgsals are available to any television receiver in t'&a 
cxwppnuni.ky, 

Rev. Rul, 84-394,  1954-2 C.8. 13'1, holds that a caanmity 
television antenna organization whose only actfvity is to provide 
talevision reception for its ambers is not exespt an a cfvfc 
league as its methodl of operation is such that only the -rs 
receive the tolevision signal by closed circuit, 

Although you provide essential services to your m e e a r s ,  you 
do not operate for the benef i t  OF the community as a athole, me 
concept of social welfare suggests benefits affecting the *ole 
cu#llssunity ob poplo  rather than a private group of! cititctne. By 
limiting your mrpbenship ovners of real eatats a% af a certain 
date and allowing only for their successors to en)w# your services, 
you fail to operate for the benefit of the entjre comnnurPty. In 
this respect, your activtties resemble those devcribed in Rev, Rul. 
54-394, 2954-2 C,B. 131 and wntrast those ar;eliraed in Rev, Rul ,  
62-127, 2962-2 C*B, 142. The distinction Wtneen the two rulings. 
i8 based on the nature of the beneffts flowin froas #a two 
organizations: the former lbaits its benef1,ts to 4 tf~ m.raberst the 
latter one makes them available to all, Likewise, you do not 
resemble the organization described in Rev, Rul, 66-118, 1966-1 
C,b. 143. As further evidence M a t  you operate for the benefit of 
your members, we take notice of the fact that you return the unused 
portion of menberue aantributions and asseesn!ents. 



* ly, ve conclude that yap b not qualify for 
rw-f exempaom f m  federal iaxre tar u&er sectim 
SOTtc) (4) of the Code, Werefore, yau are require3 to file fedexal * tax returns oo PorP fl2O. 

TOP have the r ie t  to protest tbis ruling if yuu believe +hat 
Zt 5s incorrect. To protest, yon should submit a stateraeat of your 
vievs, with a full e~@anatiaa of your reasoning. fhfs &a-t 
must be submitted w i t h i n  30 days of thfs letter and lllast be signed 
by ane of your offfcerei. 'Pou also have a tight to a 001rfere&ce ei 
tbis office after your statement is submitted- If : p a  w a n t  a 
e e r w m e ,  yma mast m e s t  it when you file ytrnr protest 
stalcoent. If YOU are ta k iry -1 3.s not one 
of your officers, he/she mast file a proper power  of a t t o n m y  anb 
otherwise qaalfFy under our Conference and Practice 3€cqwirammts- 

f f  we do not hear fros you within 30 days, thfs d f n g  viLl 
bcoae final and copies v i l l  be forwarded to your key D i s t r i c t  
DirectQr. "Ihoreafter, if you have any questions akwt yoear fedaraX 
iRccaa tax statu9, ir#=lubfng p;rsstions conmiuning rsporthg 
rrequirmmmts, please a t a c t  your )tey District D i r e c t o r .  

Whur suhafttfng additional letters with respect to this cam 
to the Xnternal Revenue service, you will expedgte **** ***** t 
by placfng the following symbols on the emrelap.: ******** ********* 
********** . Ihese -1s do not refer to your cam but rather to 
its location. 

****** *** *********  
C h i e f ,  Exempt Otganizationrr 

R u l i n g s  Branch 2 

Sxc: *********** 
Aktnt ***C m u p  


